
Bell Atlantic
1300 I Street NW; Suite 400W
\Vashington, DC 20005

June 8, 1999

Ex Parte

Ms. Magalie Roman Salas
Secretary
Federal Communications Commission
The Portals
445 12th Street, SW
Washington, DC 20554

Re: CC Docket No. 98-166

Dear Ms. Salas:

Kenneth Rust

Director, Federal Regulatory AffaiEX PARTE OR LATE FtLED

Today, Dr. James Vander Weide, Research Professor of Finance and Economics at the Fuqua
School of Business of Duke University, accompanied by Pete Cummings of US West, Bob Deter
of GTE, and Eddie Googe and me, representing Bell Atlantic, met with Tony Dale, Tom David,
Rick Robinson, Gary Siegel, and George Williams, of the FCC's Common Carrier Bureau
regarding the item captioned above. The attached material served as the basis for the
presentation and ensuing discussion.

Ifyou have any questions regarding the attached, please contact me at the address shown above.
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COST OF CAPITAL> 11.25%
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Why Market Value
Capital Structure?
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Why Not Book Value
Capital Structure?
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Why Not Book Value
Capital Structure?
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AT&T's Use of an Average of
Market and Book Value Capital
Structures Should Be Rejected.
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Book Value No Longer
Approximates Market Value
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RBOCs Are a Poor Proxy
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IBES Growth Rates and
RHC Mergers
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Risk Has Increased
Significantly Since 1990
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S&P Industrials Are the
Best Proxy
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Mel's Arguments Are Wrong
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LEes' Investment in their
Networks Has Been Financed by

Equity Holders

Bell Atlantic, GTE, US West 6/8/99 Ex Parte· RoR Represcription 21



Cornell/Hirshleifer Analysis
Should be Rejected

Bell Atlantic, GTE, US West 6/8/99 Ex Parte· RoR Represcription 22



12.75% <ILEC Cost of Capital<13.15%
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